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What is the health care cost growth benchmark and how is it set?

How has Massachusetts performed against the health care cost growth
benchmark and what is driving spending growth?

. How does Massachusetts compare to the U.S.?

. What are the future projections for health care spending growth in the

U.S.?

How does the HPC hold health care providers and health plans
accountable to the benchmark?

Why should Massachusetts continue to focus on health care costs and
affordability?

What should market participants and policymakers do to advance the
goal of a more efficient, high-quality health care system in
Massachusetts?



SECTIONI.

What Is the health care cost
growth benchmark and how Is
It set?



In 2012, Massachusetts became the first state to establish a target for
sustainable health care spending growth.

Chapter 224 of the Acts of 2012

An Act Improving the Quality of Health Care and Reducing Costs
through Increased Transparency, Efficiency, and Innovation.

¢

GOAL

Reduce total health care spending growth to meet the Health Care
Cost Growth Benchmark, which is set by the HPC and tied to the
statedos overall economi c gr owt

¥

VISION

A transparent and innovative healthcare system that is accountable

for producing better health and better care at a lower cost for the
people of the Commonwealth.




Overview of the Health Care Cost Growth Benchmark

Sets a target for controlling the growth of total health care expenditures across all
payers (public and pri vat 4e)mecoaomd growshrasee t t

I Health care cost growth benchmark for 2013 - 2017 equals 3.6%
I Health care cost growth benchmark for 2017 - 2019 equals 3.1%

The Health Policy Commission can require health care providers and health plans to
implement and submit to strict public monitoring

TOTAL HEALTH CARE EXPENDITURES

Definition: Annual per capita sum of all health care expenditures in the
Commonwealth from public and private sources

Includes:
All categories of medical expenses and all non-claims related
payments to providers
All patient cost sharing amounts, such as deductibles and copayments
Administrative cost of private health insurance
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The HPCO6s authority to modify the benc
subject to potential legislative review.

Years 1-5: Benchmark established by law at PGSP (3.6%).

Years 6-10: Benchmark established by law at a default rate of at PGSP minus 0.5%
(3.1%); HPC can modify the benchmark up to 3.6%, subject to legislative review.

Years 10-20: Benchmark established by law at a default rate of PGSP; HPC can
modify to any amount, subject to legislative review.
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Benchmark Modification Process: Key Steps

HPC PROCESS TO MODIFY

A The HPCO6s Boarpdblimwsring prar to dhakimg any modification of the
benchmark.

A Hearing must consider data and stakeholder testimony on whether modification of the
benchmark is warranted.

A Members of the Joint Committee on Health Care Financing may participate in the hearing.

Al f t he HPCO6s Board votes to maintain #afmel benc
process is complete.

A Ift he HPC6s B onodifg thevbenchenark tb some number between 3.1% and 3.6%,
the HPC must submit notice of its intent to modify the benchmark to the Joint Committee for
further legislative review.

A Following notice from the HPC of an intent to modify, the Joint Committee must hold a public
hearing within 30 days.

A The Joint Committee must submit findings and recommendations, including any legislative
recommendations, to the General Court within 30 days of hearing.

A The Gener al Court must act within 45 days of
the benchmark takes effect.
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Benchmark Modification Process: 2020 Timeline

January 13, 2020

3.1% PGSP established in consensus revenue process

« March 11, 2020

Public hearing of HPC Board and Joint Committee on potential modification of benchmark

|

April 1, 2020

Board votes whether to modify benchmark; if Board votes to modify, it submits notice of intent
to modify to Joint Committee on Health Care Financing

April 15, 2020

Statutory deadline for Board to set benchmark

April 2020

Joint Committee holds a hearing within 30 days of notice

May 2020

Joint Committee reports findings and recommended legislation to General Court within 30 days of
hearing; legislature has 45 days from hearing to enact legislation which may establish benchmark; if
not | egislation, then the Boardds vote to modi
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Five states have now established statewide health care cost growth
targets, with many additional states considering similar proposals.

B Have adopted health care cost growth targets

| Are actively considering health care cost growth targets
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The HPC employs four core strategies to realize its vision of better care,
better health, and lower costs for all people of the Commonwealth.

RESEARCH AND REPOR CONVENE

INVESTIGATE, ANALYZE, AND REPOR BRING TOGETHER STAKEHOLDER
TRENDS AND INSIGHTS COMMUNITY TO INFLUENCE THEIR

ACTIONS ON A TOPIC OR PROBLEM

WATCHDOG
MONITOR AND INTERVENE WHEN
NECESSARY TO ASSURE MARKET
PERFORMANCE

PARTNER

ENGAGE WITH INDIVIDUALS, GROUPS,
AND ORGANIZATIONS TO ACHIEVE
MUTUAL GOALS
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SECTIONII.

How has Massachusetts
performed against the health
care cost growth benchmark
and what Is driving spending

growth?



From 2012 to 2018, annual health care spending growth averaged 3.38%,
below the state benchmark.
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Growth in commercial spending has been steady, while Medicare growth
has increased, and MassHealth growth has decreased in recent years.

Annual spending growth in Massachusetts by major sector

H PC Source: Massachusetts Center for Health Information and Analysis, Annual Reports 2014-2019.
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